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INTRODUCTION AND_BACKGROUND

Q1.

Al.

Q2.

A2.

Q3.

A3.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Jeffrey A. Harrison. My business adslriss2020 North Meridian
Street, Indianapolis, Indiana 46202.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

| am employed by the Board of Directors for Utddiof the Department of Public
Utilities of the City of Indianapolis (the “Board ®irectors” or “Board”), which
does business as Citizens Energy Group (“Citizevesdy Group” or “Citizens”).
Citizens Energy Group is affiliated with CWA Autlityy Inc. (“CWA Authority”

or “CWA”"), which owns the wastewater utility thatrqvides wastewater
collection and treatment utility services in Incapolis and wastewater treatment
services to surrounding communities. Pursuant ktaaagement and Operating
Agreement approved by this Commission in Cause 48836, Citizens Energy
Group provides management and operational serwiozethe wastewater utility
owned by CWA. CWA is the Petitioner in this prodmeg. | serve as President,
Chief Executive Officer of both Citizens and CWA.have broad responsibility
for developing, coordinating and managing the impatation of long-term
strategic objectives for Citizens and CWA.

PLEASE DESCRIBE YOUR EDUCATIONAL AND PROFESSIONAL
BACKGROUND.

| received a Bachelor of Science degree in Eledtriitngineering from Rose-
Hulman Institute of Technology in 1989 and a MasteBusiness Administration

Degree from Indiana University in 1996. | havey2ars’ experience in the utility
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industry, having spent the last 15 years workinpauership positions at Citizens
Energy Group. Prior to joining Citizens, | was doyed by Indianapolis Power
& Light Company (“IPL") beginning in 1989. Whilet &PL, | held a variety of
positions in engineering, business developmentcangbrate strategy.

| joined Citizens Energy Group in 2003, and sitleen have progressed
through numerous positions of increasing respolityibiln January 2013, | was
promoted to Senior Vice President, Engineering &ustainability. In that
position, | led Citizens Energy Group’s Environnma@ntStewardship and
Laboratory areas as well as its Capital ProgrardsEangineering Group, which is
responsible for the planning, design and consaabif capital projects for all the
utilities managed and controlled by Citizens Ene@ypup. At that time, | also
assumed responsibility for leading Citizens Ener@youp’s sustainability
initiative. On September 24, 2014, the Board amgeoi me Executive Vice
President, Chief Operating Officer and followindransition period selected me
to serve as Citizens Energy Group’s next PresidedtChief Executive Officer. |
began my tenure as President and Chief ExecutiieeeDfof both Citizens
Energy Group and CWA on July 1, 2015.
PLEASE DESCRIBE THE PURPOSE OF YOUR TESTIMONY AND
SHARE ANY INTRODUCTORY REMARKS YOU WOULD LIKE TO
MAKE.
My testimony addresses a variety of topics and igesvinformation in support of

the relief requested by CWA in this proceeding.
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Let me begin with a bit of history. Beginning aly) 2009 and concluding
two years later with this Commission’s order in €alNo. 43936, the public had
an opportunity to engage in a transparent and elglitve process carried out to
determine whether the water and wastewater usiliiemerly owned by the City
of Indianapolis (the “City”) should be transferréa Citizens Energy Group’s
operational control. Dozens of public meetings hwi# diverse group of
stakeholders were held. There were four monthdediberation by the City-
County Council of Indianapolis and Marion Countydandocketed Commission
proceeding with thousands of pages of testimony extdbits and 10 days of
publicly noticed hearings. That process led topattisan vote of approval by the
City-County Council in favor of transferring theiliiies to Citizens Energy
Group. A number of stakeholders, including the Cassman, agreed the
wastewater utility serving the City of Indianapadisd surrounding communities
should be transferred from the City’s ownership aadtrol to instead be owned
by CWA Authority and operated by Citizens Energyo@. The parties that
reached that consensus recognized the tremenddgatamn CWA and Citizens
Energy Group would be taking on to complete a nhiltion-dollar capital
program prescribed by the federally mandated CdriSenree discussed later in
my testimony. The parties also understood theltieguate increases that would
be required to fund the capital improvements netated by Consent Decree, as
well as significant improvements to the system'm@gnfrastructure.

This is the third rate case CWA has filed since trensfer of the

wastewater utility from the City to CWA was apprdvay the Commission. The
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prior two cases resulted in settlement agreemet<ammission orders that are
consistent with the consensus reached in Cause4B@36 and which have
allowed CWA to fulfill its Consent Decree obligat® thus far in a fiscally and
socially responsible manner. If the Commissionrapgs the three-step rate
increase CWA seeks in this case, it will be the ilacrease of this size needed to
complete the federally mandated Consent Decreechwiis scheduled for
completion in 2025. While we anticipate anotherakben borrowing and
corresponding rate increase prior to 2025, thosktiadal steps coupled with the
gradual approach CWA proposes in this case to legiahe appropriate level of
revenue funded extensions and replacements shasition the utility well to
finish the Consent Decree projects and continwgtiyess its aging infrastructure.
| am hopeful the parties to this case will onceimadae able to achieve the
administrative efficiencies realized by reachingeitlement agreement. It is
critical to the success of CWA and the City thatstesy the course charted by the
settling parties and Commission in Cause No. 43@3énsure CWA has the
funding required to achieve the many benefits cetnn of the Consent Decree
projects will make possible and support the comtthuneed for ongoing
extensions and replacements to the wastewatemsgsseging infrastructure, all

while maintaining the financial integrity of thellity.

THE VERIFIED PETITION

PLEASE IDENTIFY ATTACHMENT JAH-1 TO YOUR TESTIMONY.
Attachment JAH-1 to my testimony is a true and ecirrcopy of the Verified

Petition CWA filed initiating this proceeding.
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ARE YOU FAMILIAR WITH THE VERIFIED PETITION?

Yes. | have read the Verified Petition and am feamwith its contents.

HAS THE BOARD OF DIRECTORS OF CWA (“CWA BOARD”)
AUTHORIZED THE FILING OF THE VERIFIED PETITION?

Yes. Under CWA's governance structure, the CWA8aaust approve changes
to CWA'’s rates and charges and terms and condifimnservice prior to those
changes being presented to the Commission for approOn September 26,
2018, the CWA Board approved the proposed scheafulates and charges and
terms and conditions of wastewater utility servezdmitted with our case-in-
chief testimony and authorized the filing of a peti seeking the Commission’s
approval of those rates and charges and termsamitions. A certified copy of
the CWA Board resolution approving the proposeeésand charges and terms
and conditions of wastewater utility service isaekted to my testimony and
identified as Attachment JAH-2.

Neither the CWA Board nor management take thisror request for a
rate increase lightly. We are keenly aware of iim@ortance of balancing
affordability concerns with the need to seek ratbef necessary to continue
providing safe and reliable service and fundingitehpmprovements, including
improvements necessary to replace aging utilityastfucture and maintain the

financial integrity of the utility.
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PLEASE DESCRIBE ATTACHMENT JAH-3 TO YOUR TESTIMONY.
Attachment JAH-3 to my testimony consists of thgalenotice published and the
notice mailed to residential customers in connectioth CWA's filing of the

Verified Petition in this Cause.

ORGANIZATIONAL _STRUCTURE AND GOVERNANCE OF CITIZENS ENERGY GROUP AND

CWA AUTHORITY

Q9.

A9.

PLEASE DESCRIBE CITIZENS ENERGY GROUP.
Citizens Energy Group is a trade name through wthehBoard does business.
The Board was established by the Indiana Geners¢mbly in 1929 to, among
other things, secure efficient and economical mamemnt and operation of
utilities serving the City and surrounding commigst

Citizens Energy Group’s predecessor, the Citizeras @ompany of
Indianapolis was a privately owned company that feasied in 1906 to act as
trustee of a public charitable trust (the “Energuyst’) established to supply heat,
light and power to the City and its inhabitants gmdtect critical Indianapolis
utility infrastructure from private ownership andntrol or partisan political
governance. The concept of establishing a publari@able trust to fulfill those
purposes was conceived in the late 1890s by thegifigust’s principal founder,
Alfred Potts, who described the public charitabilgst as “an institution which
stands as successful substitute for municipal ownership.”

Shortly after its creation by the General Assemtiig, Board acquired all
the assets, including the gas utility assets, folymawned by the Citizens Gas

Company of Indianapolis. Citizens Energy Group remns and operates seven
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regulated utilities that collectively serve hundseaf thousands of residential,
commercial, industrial and other customers in Ind@olis and surrounding
communities, including the State’s third largess g4ility, the State’s largest
water and wastewater utilities, the country’s seklangest steam utility and three
investor-owned utilities providing natural gas, eratand wastewater utility

services in Westfield, Indiana.

Q10. PLEASE DESCRIBE CWA'S CORPORATE GOVERNANCE AND

RELATIONSHIP TO CITIZENS ENERGY GROUP.

A10. CWA is an Indiana nonprofit corporation created spant to an Interlocal

Cooperation Agreement between Citizens Energy Gemgpthe City. CWA was

formed specifically to acquire ownership of the teaster utility assets formerly
owned by the City. The Interlocal Cooperation Agrent, which was approved
by the Commission in Cause No. 43936, establishegdvernance structure for
CWA and provides that members of the Citizens En&pup Board also serve
as members of the CWA Board of Directors. Purssarihe Management and
Operating Agreement | mentioned previously, Citzelknergy Group’s

employees are responsible for managing and opgrtenwastewater utility that
is owned by CWA. Consequently, Citizens Energyuprs officers, who are all

subject to re-appointment annually by the Boarsh gkrve as senior management

for CWA.
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1 Q1l1. HOW ARE CWA'S RATES AND CHARGES FOR WASTEWATER
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UTILITY SERVICE ESTABLISHED AND REGULATED?

In the agreement pursuant to which CWA acquiredanthstewater system assets,
Citizens Energy Group, CWA and the City recognideslimportance of ensuring
the wastewater utility’'s rates and charges becomd eemain subject to
Commission regulation. Consequently, pursuant ® ltiterlocal Cooperation
Agreement, CWA'’s rates and charges for wastewatdityuservice must be
approved by the CWA Board and are regulated byCiwmission in accordance

with Indiana Code Section 8-1-11.1-3(c)(9) and p#dpplicable statutes.

HISTORY OF CWA AND CITIZENS ENERGY GROUP’'S ACQUISITION AND OPERATION OF

THE WASTEWATER UTILITY

Q12.

Al2.

WHAT LED TO CITIZENS ENERGY GROUP'S EXPANSION FROM AN
ENERGY BUSINESS AND ENTRY INTO THE WATER AND
WASTEWATER UTILITY BUSINESSES?

In July 2009, the City publicly announced it waglexing the possibility of
restructuring its water and wastewater utility syss, which at that time, were
owned and operated by the City. The City issudRequest for Expression of
Interest (“REI"), the express intent of which wassblicit responses regarding the
future operation of the City’s water and wastewatd#ities that would result in a
solution designed to “produce finished drinking eratprocess wastewater and
provide related infrastructure services in the meféicient and cost effective

manner and . . . satisfy the U.S. Environmentatdeteon Agency . . . and Court
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mandated capital improvements in a manner thatgatés the [e]ffect on
ratepayers.”

Citizens Energy Group’s fundamental purpose is fficiently and
economically manage vital utilities serving theyCand to protect and preserve
those utility assets for the long-term benefitled City and its inhabitants. While
we viewed the City's REI with trepidation becaudetlte enormous financial,
engineering, operational and public image challsragsociated with fulfilling the
obligations of the Consent Decree, we also viewss REI with a sense of
mission as a transformative opportunity to extdrel lienefits of Citizens Energy
Group’s unigue business model to the City’s watet wastewater utilities and
the customers of those utilities. Ultimately, tense of mission prevailed and
Citizens Energy Group responded to the REI by psmgpto acquire the water
utility and wastewater utility systems and integrdtem into the Citizens Energy
Group family of utilities.

HOW DID THE CITY RESPOND TO CITIZENS ENERGY GROUP’'S
ACQUISITION PROPOSAL?

After evaluating the 24 responses to the REI ienexd, the City concluded that
Citizens Energy Group’s proposal would best seheeabjectives set forth in the
REI. Months of negotiating and due diligence falem, which led to the City and
Citizens Energy Group entering into asset purchaseements that contemplated
the creation of CWA, as well as two new public diadnle trusts that were
modeled after the existing Energy Trust and thesfiex of the City’s water and

wastewater utility assets into those new trusts: fon the water utility assets and
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the other for the wastewater utility assets (theaStéwater Trust”). Recognizing
Citizens Energy Group’s unique structure, the mticiion of the asset purchase

agreement for the wastewater system states:

Citizens Energy Group’s unique structure will eestihat local
control over critical Central Indiana utilities Wdontinue with the
same invulnerability to takeover by distant companiand
investors that has protected the utilities held@zens Energy
Group in public charitable trust for over one hwedliyears and
will also ensure local reinvestment and communégdal decision
making.

That asset purchase agreement and the transfée dfity’'s wastewater

utility to CWA, serving with the Board as trusteketbe Wastewater Trust, were
approved by the Commission in Cause No. 43936.

Q14. DID THE CITY EXPLICITLY RECOGNIZE THE BENEFITS OF
TRANSFERRING THE WASTEWATER UTILITY SYSTEM INTOAN EW
WASTEWATER TRUST MODELED AFTER THE ENERGY TRUST?

Al4. Yes. The ordinance passed by the City-County Cbanthorizing the transfer

of the wastewater utility stated:

it is in the best interest of . . . the proper seyvof the
inhabitants of the City . . . for the assets of Bamnitary
District [the wastewater utility] to be held in sewly
created not-for-profit and designee of Citizens, £W
Authority, Inc. (“CWA"), established to hold and enate
the assets of the Sanitary District with the Daparit of
Public Utilities, for the City of Indianapolis, aey by and
through the Board of Directors for Utilities, asidtee, in
furtherance of a public charitable trust for the Stéavater
System . . . for the exclusive benefit of the inteaiis of
the City.

The essence of what the City and Citizens Energyu@thad proposed

was perhaps most succinctly articulated by Chridge@itl, Chief of Staff for the
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Mayor of Indianapolis (Mayor Ballard, at that tim&yho testified in Cause No.
43936:

Fundamentally, this proposed transaction is abembring

these vital utilities [the water and wastewatelitigs] from

local, short-term focused political control andatieg them

like the long term assets that they are. Utiliges better

managed by a utility company with continuity of

management and a longer term view of what is nacgs$s

efficiently operate utilities. (Cause No. 43936ti€rill

Testimony at page 7)
DID OTHER COMMUNITY STAKEHOLDERS RECOGNIZE THE
BENEFITS OF TRANSFERRING THE WASTEWATER UTILITY ASS ETS
FROM THE CITY TO CITIZENS ENERGY GROUP?
Yes. There was consensus among several key stdkehdhat removing the
wastewater utility from the City’'s municipal ownbis and control and
transferring it to the operational control of Céns Energy Group would be
beneficial to the wastewater utility and its cuséssa In addition to the scrutiny
the proposed transaction received in formal City#@g Council hearings and the
Commission proceeding (Cause No. 43936), repretherdafrom the City and
Citizens Energy Group participated in more tharp@blic meetings. Throughout
that process, a broad range of stakeholders, imgucdesidential and business
customers, community groups, faith-based orgamnati elected officials,
minority business advocates, environmental orgéioizs and members of the
media, were engaged and had an opportunity to geavieir input regarding the

proposed transaction. A number of those stakemmldecluding the Board of

Public Works, Board of Waterworks, Builders Assticoila of Greater
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Indianapolis, Greater Indianapolis Chamber of ConemeGreater Indianapolis
Progress Committee, Indianapolis Star, IndianapoBsisiness Journal,
Interdenominational Ministerial Alliance, Metrop@ln Indianapolis Board of
REALTORS, the Near North Development Corporation and Ldaitiatives
Support Corporation Indianapolis, publicly statbdit support for the transfer of
the water and wastewater utilities to Citizens ggebroup’s operational control.
HOW WAS THE COMMISSION PROCEEDING REGARDING THE
PROPOSED TRANSFER OF THE CITY'S WATER AND WASTEWATE R
UTILITIES TO CITIZENS AND CWA RESOLVED?
Ultimately, a settlement agreement (the “Settlenfegreement”) was reached in
Cause No. 43936, in which the settling parties meoended Commission
approval of the proposal to transfer the City’s evaand wastewater utilities to
Citizens and CWA, respectively. The City, CWA, igzans Energy Group, the
Indiana Office of Utility Consumer Counselor (th®UCC”) and certain large
water and wastewater utility customers (the “IndakGroup”) were all parties to
the Settlement Agreement. The Industrial Group e@wprised of Eli Lilly &
Company, National Starch, LLC, Rolls-Royce Corporat and Vertellus
Agriculture & Nutrition Specialties, Inc.

The Commission approved the Settlement Agreemeaaiaienng:

Inherent in the Settlement Agreement is the Settlin

Parties’ agreement that the Commission should aepitte

acquisition of certain water utility assets by gais from

the City and the DOW and the acquisition of certain

Wastewater utility assets by [CWA] from the Citydan

Sanitary District as contemplated in the APAs. The
Settlement Agreement provides that: “[tlhe Seftlitarties
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agree that the Commission’s timely entry of an ©rde
approving this Settlement Agreement will assist in
facilitating achievement of the benefits of the pweed
acquisitions at the earliest opportunity.

* * %

Both Systems require a significant amount of cépita
investment. This is particularly true with respéatthe
Wastewater utility, which must comply with the terrof
the Consent Decree. Based upon the evidence peelsian
this proceeding, we find that transferring contadl the
Water and Wastewater Systems from the City to €iisz
and [CWA] will provide many benefits to the Cityeater,
wastewater, gas, and steam customers and is iputbiec
interest.

(Cause No. 43936 Order at page 18)

Q17. WHAT IS THE CONSENT DECREE THAT THE COMMISSION STAT ED

Al7.

THE WASTEWATER UTILITY MUST COMPLY WITH?

Prior to CWA acquiring the wastewater utility, tkiaty entered into the 2006
Combined Sewer Overflow Consent Decree (the “CdnBenree”) with the U.S.
Environmental Protection Agency and the Indianaddepent of Environmental
Management (“IDEM”), which was approved by the U8strict Court for the
Southern District of Indiana. The Consent Decrees wntered into to address
combined sewer overflows that occur during certain events and result in raw
sewage being discharged into the White River ahédradrea rivers and streams.
Currently, when as little as a quarter inch of rfaiits, the combined sewer system
can reach capacity resulting in raw sewage flowitg local rivers and streams.
When CWA acquired the wastewater utility in 202lhecame a signatory to the

Consent Decree and assumed responsibility fordixrat problem by completing
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the Combined Sewer Overflow Long Term Control Rlidwe “Long Term Control
Plan”) set forth in the Consent Decree.

CWA is, among other things, designing and consimgca series of six
tunnels approximately 250 feet beneath the Citg (thigindy Tunnel System”)
that will be capable of storing over 250 millionligas of wastewater until it can
be safely treated at our advanced wastewater tegditplants. When the Digindy
Tunnel System and other Long Term Control Plangatsj are completed by
2025, the White River and other area streams wilhtuch cleaner, which will
have a significant economic and quality of life @mepon the community.

Unlike other capital investment programs, the Ldregm Control Plan
projects are mandated by the federal governmeoutjr the Consent Decree.
The Consent Decree is prescriptive in how it idséocomplied with, including
with respect to the projects that are to be coregleind the time frame in which
they must be completed by CWA. While any capitalgpam of a magnitude like
the Long Term Control Plan carries with it a trecheus amount of business risk,
the sense of obligation and urgency created byCtnesent Decree intensifies the
business risk CWA has taken on to fix the City'antined sewer overflow
problem. In Cause No. 43936, the Commission acletyed the prescriptive
nature of the Consent Decree and resulting risBWA stating, “[s]imply put, the
terms of the Consent Decree must be complied wifiC@/A] will be in violation
of the Clean Water Act and be subject to stipulgtecilties.” (Cause No. 43936

Order at page 21)
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1 Q18. DID THE COMMISSION ADDRESS IN CAUSE NO. 43936 THE RUTURE
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RATE INCREASES THAT WOULD BE REQUIRED TO FUND THE
“SIGNIFICANT AMOUNT OF CAPITAL INVESTMENT” CWA WOUL D

BE REQUIRED TO MAKE AS A RESULT OF THE CONSENT DECR EE?

Al18. Yes. The Commission’s approval order in Cause 48936 stated: “We further

understand the unusual scope and magnitude of [G\WAéed to access the
capital markets on an ongoing and regular basisitanmtkeed for timely approval
of rates sufficient to support frequent future dissuances.” (Cause No. 43936

Order at page 24)

Q19. HAS THE COMMISSION FOLLOWED THROUGH ON ITS

ACKNOWLEDGMENT IN THE CAUSE NO. 43936 ORDER THAT CW A
WOULD NEED FREQUENT RATE INCREASES TO COMPLY WITH

THE CONSENT DECREE?

Al19. Yes. The Commission has approved two base rateases for CWA since it

acquired the wastewater utility. It also has apptbCWA's implementation of a
System Integrity Adjustment (“SIA”) to help ensu@WA’s recovery of the
revenues authorized in its most recent rate caderorThose rate increases and
the SIA have been essential for CWA to be able ¢etnits obligations under the
Consent Decree and make other capital investmesgsled to provide safe,
adequate and reliable service.

The OUCC also has honored the acknowledgment of GWAmendous
capital funding needs in the Settlement Agreemppt@ed in Cause No. 43936.

In both of CWA'’s first two rate cases, CWA reaclsadtlement agreements with
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the OUCC. We appreciated the Commission’s and O8G@pport for CWA'’s
acquisition in Cause No. 43936, but more imponjanthe appreciate the
Commission’s and OUCC'’s continued recognition ttheg rate relief CWA has
sought is required to fund capital improvementsasgal under a federal Consent
Decree, as well as extensions and replacementshéo system’s aging
infrastructure, which will result in significant @monmental and economic
benefits for CWA'’s customers and the City as a whol
MR. HARRISON, EARLIER YOU MENTIONED THE NEED TO “ST AY
THE COURSE CHARTED BY THE SETTLING PARTIES AND
COMMISSION IN CAUSE NO. 43936.” PLEASE EXPAND ON WHAT
YOU MEAN BY THAT.
It means, in part, and as the Commission concludéd final order in Cause No.
43936 (page 24), continued recognition of CWA'’s édeto access the capital
markets on an ongoing and regular basis and itd faeeimely approval of rates
sufficient to support frequent future debt issuaihde provide funding for the
Consent Decree. But it also means much more tran t

The transfer of the wastewater utility to be owreed operated by CWA
and Citizens Energy Group was based on a beligkdhbay key stakeholders,
including the Commission, that the wastewatertytiieeded to be transferred to
an organization staffed with an experienced, psideml utility management
team. In its Order approving the transfer of thestewater utility to Citizens and

CWA, the Commission explained:
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The Commission was presented with evidence
demonstrating the significant challenges both thatei/
and Wastewater Systems face in the upcoming yehish
underscores the need to ensure these criticalyusiisets
are under the operational control of a qualifiedd an
experienced utility organization. (Cause No. 43@B8@er

at page 18)

* * %

[Tlhe Commission finds that Citizens has extensive

experience operating public utilities based upos it

provision of natural gas, steam, and chilled wasswices.

With respect to the managerial capability to rua YWater

and Wastewater Systems, we find this experiencalyig

relevant. Both the evidence presented and our own

experience with Citizens in other cases convinceshat

Citizens and [CWA] have the managerial capabilitytvn

and operate the Water and Wastewater Systems. s¢Cau

No. 43936 Order at page 21)

Prior to the transfer of the wastewater system it@zéghs and CWA, the
utility was managed in accordance with the City’snmgipal ownership model.
Over a century ago, Alfred Potts and the other deus of the original public
charitable trust concluded that model was not Isested for critical utility
operations serving the City of Indianapolis andtdad opted to create an
organization designed to be a successful substibutenunicipal ownership. A
century later, Mayor Ballard and the City-Countyu@oil affirmed Potts’s belief,
by concluding that the public charitable trust motad in fact served as a
successful substitute for municipal ownership arebosing to transfer the
wastewater system to Citizens and CWA.

One fundamental problem that resulted from the '€itgunicipal model

and led to concerns about continued City ownershifhe water and wastewater
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utilities was an inability to sustain “continuityf ananagement,” as Mayor
Ballard’s Chief of Staff, Chris Cotterill, testiiein Cause No. 43936. This
problem also was discussed in the water utilityast Irate case before the
acquisitions. In the Commission’s February 2, 2@rtler in Cause No. 43645
(the water utility’s last rate case before it waansferred from the City's
Department of Waterworks (“DOW”) to Citizens), t@®mmission took note of
the testimony of a management consultant who wesctéd to review the
management structure charged with managing therwaty under the City’s
ownership. The management consultant concluded tha City “never
developed an internal institutional structure <idint to maintain direct
accountability for the managerial, financial andhigical capacity that is central
for long-term ownership and operation of a utittyterprise.” (Cause No. 43645,
Feb. 2, 2011 Order at page 7) The February 2, Zi¥tler in Cause No. 43645
and the June 30, 2009 interim emergency orderpiteateded it indicate the DOW
continually had trouble recruiting and retaining pdoyees for key positions,
including Executive Director and Chief Financialfi©dr, which | believe resulted
in an over-reliance on outsourcing of critical mgexent functions. In my
opinion, the over-reliance on outsourcing that p&dthe water utility also was
present at the wastewater utility under the Ciosership.

To be sure, CWA appropriately utilizes qualified damexperienced
professional services firms with specific expertisdowever, upon closing the
acquisition of the water and wastewater utilitieg immediately insourced

critical management functions related to managenwénthe Consent Decree
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implementation that, under the City’s ownershipd lh&en performed by outside
service providers, at a higher cost and with lessoantability to customers,
regulators and other stakeholders.

In other words, the model of utility managementerly in place under
the City’s municipal ownership of the wastewatalitytthat in large part relied
on costly external consultants and other outsideicee providers to perform
critical executive management functions has begtaced with the Citizens
Energy Group model that relies on an executive gament team made up of
experienced and highly qualified utility professids
HOW DO THE ISSUES YOU JUST DISCUSSED RELATE TO THIS
CASE?

In order to attract and retain employees with tkilssand experience needed to
sustain the benefits the Citizens Energy Groupgzsnal utility management
model has brought to the wastewater utility, aseoplated by the City when it
decided to transfer the utility to Citizens and CVd#a well as the final order in
Cause No. 43936 approving that transfer, the Qitz&nergy Group Board
believes it is critical that investor-owned utédi be included in the peer group
used to benchmark executive compensation, as weaBdhrd’s philosophy long
before the wastewater acquisition. In the finadesrin CWA's last rate case,
however, the Commission issued the following dikect “In its next rate case,
CWA shall include with its case-in-chief an updateaimpensation study of
executive salaries that includes only municipditigs.” (Cause No. 44685 Order

at page 24) The Cause No. 44685 Order stateshdbregoing directive “also
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extends to Citizens Energy Group's other regulatéities.” We have complied
with that directive, but as stated above, the Baantinues to believe, as was its
philosophy prior to the transfer of the wastewatelity to CWA, it should not
restrict its search for executive talent to muratigtilities and likewise should not
base executive compensation decisions on a stumtycthmpares the Citizens
organization to only municipal utilities.

Q22. DO YOU BELIEVE CWA HAS SATISFIED THE COMMISSION'S
DIRECTIVE IN THE CAUSE NO. 44685 ORDER?

A22. Yes. Our understanding of the directive in the $gado. 44685 Order is that in
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the next rate case after Cause No. 44685 filed ithereCWA or one of the
Citizens Energy Group utilities (Citizens Gas, g&nis Water or the Citizens
Thermal steam utility), an “updated compensatianlgtof executive salaries that
includes only municipal utilities” must be includeath the utility’s case-in-chief.
This CWA rate case is the first rate case filedWA or one of the Citizens
Energy Group utilities after the Order in Cause Md685. As noted above,
CWA has included with its case-in-chief a municipaly compensation study,
but the Board does not believe a municipal-onlyr ggeup is appropriate for
assessing the compensation of Citizens Energy Gradigcers.

| believe the evidence presented in this proceedingarticular the $400
million of savings in Consent Decree costs to datipports the Board’s position.
| am hopeful that based on that evidence, the Cassian will appreciate the
benefits of the balance the Board has struck iohdisging its statutory duties to

attract and retain professionals with requisitéditytmanagement experience and
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set compensation for those professionals in amtafigprovide the utility with the
“continuity of management and . . . longer termawi¢hat the Mayor’s Chief of
Staff testified the City desired in Cause No. 4393Gause No. 43936, Cotterill
Testimony at page 7)

The Commission reached the right conclusion in €ab®. 43936
regarding the benefits of replacing the City’'s fermmunicipal staffing and
outsourcing model with the professional utility rmgement model Citizens had
in place long before the acquisition. The Commissshould reaffirm that
conclusion in this proceeding and end the inquity ithe Board’'s determination
that the primary market for Citizens Energy Grougxecutive talent is a blended

peer group of investor-owned utilities and muni@mablic power utilities.

PROGRESS ON THE CONSENT DECREE AND OTHER KEY WASTEWATER INITIATIVES

Q23. PLEASE PROVIDE AN OVERVIEW OF CWA'S PROGRESS ON

COMPLIANCE WITH THE CONSENT DECREE AND

IMPLEMENTATION OF THE LONG TERM CONTROL PLAN.

A23. We have completed mining more than half of the 2-rigindy Tunnel

System. All aspects of the Long Term Control Pdam either prudently ahead of
schedule or on schedule.

The Deep Rock Tunnel Connector and the Eagle Cixsdp Tunnel,
which are the segments of the Diglndy Tunnel System open and operational,
have already prevented more than 500 million gallohsewage from entering
White River and Eagle Creek. That number will oficse grow as we bring more

tunnels on-line. To lend some perspective, thal datlume of sewer overflows
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we expect to keep out of Indianapolis waterwaysvbet 2012 and 2025 would
fill Lucas Oil Stadium more than 650 times. At ttempletion of the Consent
Decree in 2025, we expect to virtually eliminate thscharge of sewer overflows
into area rivers and streams, with the Digindy Tain8ystem reducing the
number of overflows that occur in a typical yeamfralmost 60 to less than three
and capturing up to 99 percent of all combined seswerflow volumes. That
will result in the elimination of almost 6 billiogallons of sewage overflowing
into area rivers and streams each year.

HOW WOULD YOU DESCRIBE CWA'S PERFORMANCE THUS FAR T O
IMPLEMENT THE CONSENT DECREE PROJECTS AS COST
EFFECTIVELY AS POSSIBLE?

As | mentioned above, we have achieved $400 millio@onsent Decree savings,
with all elements of the Long Term Control Planayrahead of schedule. As Mr.
Jacob describes in his testimony, we continue tpl@mvalue engineering to
implement Consent Decree projects more cost effggtiand achieve other
benefits that were not anticipated at the time @ity negotiated the Consent
Decree. Our Ten Thousand Trees initiative is adgexample of our efforts to
control costs and achieve other benefits throudhevangineering and the use of
sustainable natural infrastructure. It also iltatts the good relationship we
continue to enjoy with the City subsequent to thesfer of the wastewater utility
to CWA. The Ten Thousand Trees initiative is datmrative effort by CWA,
the City of Indianapolis’ Parks Department and D&pant of Public Works, and

Keep Indianapolis Beautiful to plant 10,000 treegrolO years at strategic



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Q25.

A25.

Direct Testimony of Jeffrey A. Harrison
Petitioner’s Exhibit No. 1
CWA Authority, Inc.
Page 23 of 35

locations throughout the combined sewer area. ftfées, when fully mature,
collectively will store up to one million gallonsf avater during rain events
thereby reducing the volume of combined sewer toxed. At the locations
chosen, the planted trees are a more cost effestvation than traditional
infrastructure.

IS CWA MAKING OTHER SIGNIFICANT INFRASTRUCTURE
INVESTMENTS IN ADDITION TO THE INVESTMENTS MADE TO
COMPLETE THE LONG TERM CONTROL PLAN?

Yes. First and foremost, we are making much neededstments in the
wastewater utility’s aging collection system infrasture. We also continue to
make significant investments in our two advancedtesmater treatment plants.
During the test year in this proceeding, we inveéstpproximately $43.6 million
in our collection system and treatment plants. éMiorportantly, between August
2019 and July 2022 (the period of time we anti@pedtes approved in this
proceeding will be in effect), we need to invesmaimum of approximately
$32.1 million in our collection system and treatinglants, on an average annual
basis.

Additionally, through 2017, the wastewater uwiikt Septic Tank
Elimination Program (“STEP”) has resulted in samitaewer service being
extended to approximately 13,500 Marion County hethat formerly had to rely
on septic tanks for sewage disposal. Through 20&5pplan to make sewer
connections available to approximately 3,000 add#l septic tank homes in

Marion County. Even as we have driven costs fer $SHEP program down by
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almost 40% through our value engineering initiagjvave plan to invest
approximately $6.3 million annually on STEP progduring the period rates
approved in this proceeding will be in effect.

Mr. Mark C. Jacob, Citizens Energy Group’s Vice ditent of Capital
Programs & Engineering and Quality, discusses CWAmg collection system
infrastructure, treatment plant and STEP capitaéstiments in his testimony in

much more detail.

Q26. ARE THERE OTHER INITIATIVES CWA HAS UNDERTAKEN SINC E

ITS LAST RATE CASE TO IMPROVE THE EFFICIENCY AND CO ST

EFFECTIVENESS OF ITS SERVICE TO CUSTOMERS?

A26. Yes. Prior to CWA'’s acquisition of the wastewaisility, the City had entered

into a contractual arrangement with Suez North Acaer(“Suez”), formerly

known as United Water, under which operation anthteaance activities related
to the wastewater utility’s treatment plants antiection system were outsourced
by the City to Suez employees. As | explained ab@itizens Energy Group and
CWA immediately insourced critical management fioret upon acquisition of

the utility, including greater oversight and cohwbthe Suez arrangement. More
recently, we completely ended the contractual gearent the wastewater utility
formerly had in place with Suez. The majority lod¢ former Suez employees who
operated and maintained the Indianapolis wasteveyttem are now employees
of Citizens Energy Group. The elimination of thee3 outsourcing arrangement
and other initiatives designed to improve the eédficy and cost effectiveness of

our operation and maintenance of the wastewatdersyare discussed in the
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testimony of Jeffrey A. Willman, Citizens Energy dbp’s Vice President of
Water Operations.

AFFORDABILITY AND OTHER CHALLENGES AND _RISKS AHEAD

Q27. MR. HARRISON, YOU HAVE TALKED ABOUT PROGRESS CWA HA S
MADE AND SUCCESSES IT HAS ACHIEVED. WHAT ARE THE
PRINCIPAL CHALLENGES CWA FACES?

A27. As with any large and complex business like CWAgréhare many challenges,
but let me discuss a few: poverty and affordabiisues in Marion County; risks
in completing the Consent Decree projects; andgaigifnastructure.

Q28. PLEASE DISCUSS YOUR CONCERNS ABOUT POVERTY AND
AFFORDABILITY ISSUES IN MARION COUNTY.

A28. Unfortunately, poverty continues to grow in MariGounty. It is a problem that
is top of mind for the CWA Board and me. Accordtoga recent report released
by the United Way, 18 percent of Indianapolis restd are living in poverty. To
put that number into perspective, if the peopl&arion County living below the
federal poverty level were a city, it would be thed largest city in Indiana. But
the affordability situation is even worse, as thated Way report found that 47
percent of Marion County households are unabledetrtheir basic needs.

Q29. WHAT ARE CITIZENS ENERGY GROUP AND CWA DOING TO
ADDRESS THE GROWING PROBLEM OF POVERTY AND
AFFORDABILITY?

A29. The most impactful step we can take is to remamrodted to our mission and

maintain the lowest possible rates with sound fulnmanagement. As |
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discussed earlier, we have been and will remainded on controlling costs. Our
employees know the impact our investments in imfuasure, especially the
Consent Decree projects, are having on utilitysaed, ultimately, household
budgets. At the same time, those same infrastreiafwestments are key to
improving the economy in Marion County. Stablditytisystems are essential to
the City’'s ability to attract and retain businessl andustry, and revitalizing the
White River and other area streams will also hav&gaificant impact on the
attractiveness of the City to businesses and retsdeho can contribute to
economic growth for everyone. That is why it is isgportant for CWA to
complete the Consent Decree projects as cost g#gcas possible.

That said, the continual growth in the number afge in our community
struggling to meet their basic needs is not a grbCitizens Energy Group or
CWA can solve alone, but as a corporate citizen@mwmunity leader, we are
working closely with fellow stakeholders in assigtiour community with this
critical issue. The economic development to wh@WA is contributing will
reduce the number of people living in poverty otiere, but we also must find
other ways to address the affordability issuestibhst vulnerable members of our
community face. Affordability issues force some ofir most vulnerable
customers to make extremely difficult real-life aw®s, such as choosing between
paying a utility bill to maintain running water diting a prescription for life
sustaining medicine. Building a safety net for stvan need will require a

sustained commitment by a number of community $takkers.
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In our pursuit to understand more about poventy affordability, we have
engaged Mr. Eric Rothstein a number of times thet feav years. Mr. Rothstein
is a nationally recognized thought leader on tipicwof affordability and prudent
financial management of water and wastewater yitififrastructure investment
needs. Mr. Rothstein has worked on affordabilityl anfrastructure issues in
several poverty-stricken communities, including M#f Michigan; Flint,
Michigan; and Jefferson County, Alabama. The ‘thpeonged approach” to
addressing affordability Mr. Rothstein endorsesludes steps that we have
already begun or are beginning to take. Firstzéhis Energy Group is working
with other community stakeholders to form a colla@bwe of organizations who
are dealing with and addressing issues relatedoteerfy in Indianapolis and
Central Indiana. We are hopeful a discussion anmoigborative participants
about utility affordability and the issues thosgaorizations see every day will
identify common ground to begin addressing thedangoverty issue together.
Second, we have intensified our efforts to improue data mining and analysis
capabilities to better understand the affordabdiwllenges our customers face.

Finally, we have redoubled our efforts to creatdds@nd design programs

that will assist at-risk customers in need.

Q30. PLEASE ELABORATE ON YOUR EFFORTS TO CREATE TOOLS AN D

DESIGN PROGRAMS THAT WILL ASSIST AT-RISK CUSTOMERS IN

NEED.

A30. A great example of those efforts is the recent bgraent of a machine learning

model that helps identify residential customers \ah®at-risk of not being able to
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afford paying their utility bill. One reason thistiative is so exciting is that it
demonstrates the alignment throughout our organizaand the passion our
employees have to address affordability and assstiomers in need. While the
Board and management are focused on the strategit af identifying and
addressing at-risk customers, the act of using madbharning to build a tool was
conceived by a group of employees who took it ujp@mselves to find a solution
that could make a difference for our customerse model analyzes existing data
to identify customers who may be at-risk. It als@ble to determine the likely
level of awareness these identified customers n@ae lof available assistance
programs, so we can better prioritize and tailar @mmunications and outreach
efforts. This innovative use of technology will pelus address affordability
concerns in ways that previously were not possible.

Another example of our efforts to address afforits is our continued
advancement of rate-funded assistance programsqié@lified low-income
customers. In CWA's last rate case, CWA initighisoposed a special rate for
qualified low-income customers. The Commissionregped concerns that such
a rate would be discriminatory in violation of lada law. The Commission also
rejected the creation of a low-income assistang&l fusing revenues CWA
receives from non-tariff sources, such as cell tolgases. Subsequent to the
Commission’s order in CWA'’s last rate case, theidnd General Assembly
passed and the Governor signed Senate Enrolledd2gt which provides the
Commission greater flexibility to approve revenueded customer assistance

programs. Senate Enrolled Act 416 explicitly dezdathat programs established
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under the new law are not discriminatory. In ligiitSenate Enrolled Act 416,
CWA is proposing a rate-funded customer assistpnegram in this case, which
includes bill discount and infrastructure fund poeals for qualified low-income
customers. CWA'’s proposal for a rate-funded custoassistance program is
described in detail by Mr. Korlon L. Kilpatrick, ttaens Energy Group’s Director

of Regulatory Affairs, and further supported by Mothstein’s testimony.

Q31. THE SECOND CHALLENGE YOU MENTIONED WAS RISKS RELATE D

TO SUCCESSFULLY COMPLETING THE CONSENT DECREE

PROJECTS. PLEASE ELABORATE ON THAT CHALLENGE.

A31. The risks related to completing the Consent Depregects can be broken down

into two categories: financial and project exemuiti

First, CWA faces significant financial risk relateéd ensuring it has
continued access to capital markets on favorabimste CWA also faces the
challenge of ensuring its financial performance nist significantly below
expectations for reasons beyond management’s dontwy. John R. Brehm,
Citizens Energy Group’s Senior Vice President ahieCFinancial Officer, and
Mr. Rothstein discuss those risks in detail in rthegstimony. They also
emphasize the need to increase revenue-fundedsetsrand replacements and
move to a more balanced capital structure to meigiaose financial risks.

As | noted earlier, the prescriptiveness of the $eoih Decree and the
stipulated penalties it imposes for failures to ieeh established milestones

intensifies the business risk to CWA of executihg Consent Decree projects
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successfully and on time. Mr. Jacob discussesetlubmllenges, recent cost
impacts, as well as mitigation strategies in ma&iiin his testimony.

PLEASE DISCUSS YOUR CONCERNS ABOUT AGING
INFRASTRUCTURE.

CWA'’s collection system comprises 3,200 miles oflenground infrastructure,
much of which is very old and in need of signifitand continuous investment.
Maintaining that infrastructure in a condensed oyatitan area like the City of
Indianapolis makes the task particularly dauntiy. Jacob describes two recent
sewer failures that occurred downtown, which dertrate the challenges we face
as a result of aging infrastructure and reinfotee need for the investments we
are making to replace that infrastructure. Bothhafse incidents involved the
deterioration of infrastructure that was more tif® years old. Despite the
challenge and the recent incidents downtown, | amfident the level of
investment we are making and the processes we imay¢ace are the right
approach to address CWA's aging infrastructurdiattime, although we do plan
to increase investment in our collection systenthm future as the construction

associated with the Consent Decree winds down.

CURRENT RATES AND CHARGES AND RATE RELIEF REQUESTED

Q33. PLEASE DESCRIBE CWA’'S CURRENT RATES AND CHARGES.

A33.

On September 25, 2015, CWA filed a petition seekipgroval of a new schedule
of rates and charges based on a test year of tlmeobghs ending December 31,
2014. That proceeding, which was docketed as Odasd4685, was the second

general rate case filed by CWA subsequent to itmiattion of the wastewater
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utility. On July 18, 2016, the Commission authedzZCWA to implement a two-
step increase. In the first step, CWA was autlealrito put into effect rates and
charges designed to generate total operating regeaf1 $269,704,907. In the
second step, CWA was authorized to put into effates and charges designed to
generate total operating revenues of $283,233,41%/A implemented the step
one and step two rates and charges on July 20, 20#il6 August 1, 2017,
respectively. CWA was required to file true-upaep and revised rate schedules
based on the actual results of new debt issuanoeteroplated in Cause No.
44685. CWA made those compliance filings for ttepsone and step two rates
and charges on October 21, 2016, and August 217,2@%pectively. CWA's
existing schedule of base rates and charges beeff@etive September 1, 2017.
On September 28, 2017, CWA filed a petition segkapproval to
implement an SIA pursuant to Indiana Code Sectidn3.5-12. On December
28, 2017, the Commission authorized CWA to impletmem SIA designed to
generate $6,139,673. CWA implemented the appr@tédeffective January 1,

2018.

Q34. ARE THE RATES AND CHARGES PRESENTLY IN EFFECT

A34.

PRODUCING ADEQUATE REVENUES TO MEET CWA’S STATUTORY
REVENUE REQUIREMENT?

No, they are not. The rates and charges approv&WA'’s last rate case were
designed to meet the utility’s funding needs thirodgly 2018. Consequently, we
originally intended to file a petition requestingpaoval of new rates and charges

in October 2017, in order to have them approvedniptiementation in July 2018.
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As a result of efficiencies realized through prudénancial and operational

management, we have been able to delay the nedtiiforate case for over a
year. We are now at a point, however, that thesraind charges approved in
Cause No. 44685 are insufficient to meet the ytglibngoing needs.

Q35. PLEASE EXPLAIN WHY THE CURRENT RATES AND CHARGES AR E
NOT ADEQUATE.

A35. As with CWA's first two rate cases, the request rfelief in this case is driven
largely by CWA's significant capital spending needdr. Brehm explains in his
testimony that, during the period we assume rgipsoxed in this case will be in
effect, CWA plans to issue over $460 million of ndebt to fund extensions and
replacements and refund short-term debt that wiuenulate while this case is
pending.

Q36. HOW MUCH OF THE CAPITAL INVESTMENT DESCRIBED IN THE
PRIOR ANSWER IS RELATED TO FUNDING FOR THE CONSENT
DECREE PROJECTS?

A36. The prior answer is based on the assumption thes &pproved in this case will
be in effect from August 2019 through July 2022heTvast majority of capital
investments in the wastewater system extensiongegldcements program that

will be made during that period is necessary topgmwith the Consent Decree.
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1 Q37. HAVE THE INVESTMENTS TO BE MADE PURSUANT TO THE
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CONSENT DECREE BEEN ADDRESSED PREVIOUSLY BY THE

COMMISSION?

A37. Yes. In Cause No. 43936, the Commission apprdvedbnsent Decree, and the

Long Term Control Plan detailing the capital prege€WA must complete in
order to comply with the Consent Decree, as anrBnmental Compliance Plan
pursuant to Indiana Code Section 8-1-28-7. Coresttyy the vast majority of
the amount of CWA'’s annual capital spending neddssae in this case has

already been approved as recoverable by the Coromiss

Q38. ARE THERE OTHER ITEMS PUTTING UPWARD PRESSURE ON

CWA'’'S RATES AND CHARGES?

A38. Yes. We are proposing in this case to increaseng+funded E&R. That

proposal is a key part of addressing the finanuskl of completing the Consent

Decree projects | mentioned earlier. Petitionestmess John R. Brehm discusses
CWA'’s proposal to increase revenue funding for eskens and replacements in
more detail in his testimony. The proposal to éase revenue-funded E&R is

also supported by CWA witness Eric Rothstein.

Also causing upward pressure to CWA's rates igharease in the amount
of the payments due under the PILOT schedule theilssion approved in
Cause No. 43936. CWA witness Ms. Sabine E. Kaiizens Energy Group’s
Vice President and Controller, discusses in hdintesiy the increasing PILOT
payments that CWA must make during the period rapgsoved in this case will

likely be in effect.
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1 Q39. PLEASE DESCRIBE THE TIMING AND AMOUNTS OF THE THREE -
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STEP RATE INCREASE CWA IS REQUESTING IN THIS PROCEE DING.

In order to time the increases with CWA'’s futurébdessuances over the next
three years and gradually adjust the amount ofmeyefunded extensions and
replacements, CWA is requesting a three-step iser@a this proceeding. The
step one increase, which we anticipate will takieatfin August 2019, would
increase base rate revenues by $39.5 million irerotd provide CWA an
opportunity to realize operating revenues of $30m#dlion. The step two
increase, which we anticipate will take effect ingist 2020, would increase base
rate revenues by another $14.7 million in ordgurtmvide CWA an opportunity to
realize operating revenues of $322.6 million. Btep three increase, which we
anticipate will take effect in August 2021, woulttiease base rate revenues by
another $11.3 million in order to provide CWA anpopunity to realize

operating revenues of $333.9 million.

CONCLUSION

A40.

Q40. MR. HARRISON, WHAT IS YOUR OPINION REGARDING THE

NECESSITY OF THE RELIEF CWA HAS REQUESTED IN THIS
PROCEEDING?

The rate relief we have requested in this casatisally important to provide the
funding CWA needs to continue to make the investsx@ecessary to comply
with the Consent Decree, address its aging catlectiystem infrastructure and
treatment plants and make sewer service availabéelditional homes in Marion

County currently relying on septic tanks for sewdgposal. We have structured
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the rate adjustments in three phases in ordermte them with planned debt
issuances and gradually adjust the amount of revdanded extensions and
replacements to the appropriate level. We alsce haoposed a Low-Income
Customer Assistance Program that | believe is a dad reasonable step to
address the growing issue of affordability as aultesf rising poverty in our

community. In sum, | believe the relief we areuesting in this proceeding is
just and reasonable and am hopeful CWA, the OUGCodmer parties to the case
can reach a settlement that will allow the utility meet its obligations in a

fiscally responsible manner.

Q41. DOES THAT CONCLUDE YOUR PREPARED DIRECT TESTIMONY?

A4l.

Yes, it does.



VERIFICATION
The undersigned affirms under the penalties for perjury that the foregoing

testimony is true to the best of his knowledge, information and belief.

Je pl H}ﬁﬂ‘sﬁn :
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PETITION OF CWA AUTHORITY, INC. FOR (1)
AUTHORITY TO INCREASE ITS RATES AND
CHARGES FOR WASTEWATER UTILITY SERVICE
IN THREE PHASES AND APPROVAL OF NEW
SCHEDULES OF RATES AND CHARGES
APPLICABLE THERETO; (2) APPROVAL OF A
LOW-INCOME CUSTOMER ASSISTANCE
PROGRAM; AND (3) APPROVAL OF CERTAIN
CHANGES TO ITS GENERAL TERMS AND
CONDITIONS FOR WASTEWATER SERVICE.

CAUSE NO. 45151
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VERIFIED PETITION FOR GENERAL RATE INCREASE AND
ASSOCIATED RELIEF UNDER INDIANA CODE SECTIONS 8-1-2-42.7 AND 8-1-2-46
AND NOTICE OF PROVISION OF INFORMATION REQUIRED BY THE MINIMUM

STANDARD FILING REQUIREMENTS

CWA Authority, Inc. ("CWA” or “Petitioner”), respectfully petitions the Indiana Utility
Regulatory Commission (“Commission”) for: (i) authority to increase its rates and charges for
wastewater service rendered by it in three phases and approval of new schedules of rates and
charges applicable thereto; (ii) approval of a Low-Income Customer Assistance Program; and
(i) approval of certain changes to its general terms and conditions for wastewater service. This
filing is made in accordance with Indiana Code Sections 8-1-2-42.7 and 8-1-2-46. In accordance
with the Commission’s Recommended Best Practices for Rate Cases (“GAO 2013-57), CWA
also is contemporaneously submitting to the Commission working papers required by the
Commission’s Rules on Minimum Standard Filing Requirements (“MSFR Rules”), 170 IAC 1-5-

1 et seq., to the extent the MSFR Rules apply. In support of the relief requested herein, CWA

states as follows:


loldham
New Stamp


Nature of Petitioner and Requlatory Status

1. CWA is an Indiana nonprofit corporation andiastrumentality of the Board of
Directors for Utilities of the Department of Publidtilities of the City of Indianapolis d/b/a
Citizens Energy Group (“Citizens Energy Group” twe t“Board”) created pursuant to an
Interlocal Cooperation Agreement in accordance wiia Interlocal Cooperation Acti,e.,
Indiana Code 36-1-7. The Board, the City of Indjaolis (the “City”) and the Sanitary District
of the City, acting by and through the Board of lRuldvorks (the “Sanitary District”), entered
into the Interlocal Cooperation Agreement to forr/& for the purpose of acquiring and
owning wastewater system assets formerly owned Hay €ity and the Sanitary District.
Petitioner’s principal office is located at 2020 o Meridian Street, Indianapolis, Indiana
46202.

2. On July 13, 2011, the Commission issued an AQrd€ause No. 43936 approving
the terms of an Asset Purchase Agreement underhw®WA then acquired the wastewater
system assets previously owned by the City an&#metary District on August 26, 2011.

3. CWA provides wastewater collection and treatmservices to approximately
242,000 retail customers in Marion County and waater treatment services to surrounding
communities. Pursuant to a Management and Operafiggeement approved by this
Commission in Cause No. 43936, Citizens Energy @rmovides management and operational
services necessary and desirable for the operatithe wastewater utility owned by CWA.

4, Pursuant to the Interlocal Cooperation Agreemthd Board has vested CWA
with its statutory powers under Indiana Code SecBid-11.1-3(c)(9) to adopt rates and charges

and terms and conditions for the provision of waster utility service.



5. Rates and charges and terms and conditionsdgurbvision of wastewater utility
service adopted by CWA pursuant to Indiana Codei@e8-1-11.1-3(c)(9) “shall be in effect
only after the rules and rates have been filed &t approved by the commission and such
approval shall be granted by the commission ortlgrafotice of hearing and hearing as provided
by IC 8-1-1 and IC 8-1-2, and only after determgncompliance of the rates of service with IC
8-1.5-3-8 and IC 8-1.5-3-10.”

6. Pursuant to Indiana Code Sections 8-1-11.1((cand 8-1.5-3-8, rates and
charges made by CWA for any service rendered obedorendered, either directly or in
connection therewith, “must be nondiscriminatorgasonable, and just.” CWA'’s rates and
charges for wastewater utility service are requibgdaw to “produce an income sufficient to
maintain the utility property in a sound physicatldinancial condition to render adequate and
efficient service.” CWA'’s revenues and income froaes and charges for services need to be
increased so that it can continue to operate anthtama its wastewater utility system in
satisfactory physical and financial condition tonder reasonably adequate service to its
customers, and to meet the requirements for rebkoaad just rates and charges for services
under Indiana Code Section 8-1.5-3-8(c) and (d).

CWA'’s Present Rates and Charges

7. The Commission’s July 18, 2016 Order in Cause M685 authorized CWA to
increase its rates and charges in two phases. GN@gemented the phase 1 and phase 2 rates
and charges on July 20, 2016, and August 1, 2@kpectively. CWA was required to file true-
up reports and revised rate schedules based oradteal results of new debt issuances
contemplated in Cause No. 44685. CWA made thosapkiance filings for the phase 1 and

phase 2 rates and charges on October 21, 2016Aaguist 21, 2017, respectively. CWA's



existing schedule of base rates and charges beeff@etive September 1, 2017.

8. On July 26, 2017, the Commission issued an IOmleCause No. 44685-S1
approving a series of revenue-neutral rate adjusisrte be implemented during the period from
January 1, 2019, through January 1, 2029, to asldest of service subsidies that exist between
CWA'’s wholesale and retail customer classes.

9. On September 28, 2017, CWA filed a petition saplapproval to implement a
System Integrity Adjustment (“SIA”) pursuant to lada Code Section 8-2-31.5-12, which the
Commission approved on December 28, 2017 in Cause4K990. CWA implemented the
approved SIA effective January 1, 2018. On Sepézerid, 2018, CWA filed a petition seeking
approval of revised SIA rates to become effectingJanuary 1, 2019.

CWA's Present Rates and Charges are not “Reasonab#nd Just”

10. CWA's rates and charges for wastewater servasailt in the collection of
revenues that do not meet the requirements of nedd® and just rates and charges set forth in
Indiana Code Section 8-1.5-3-8. Therefore, CWAs$ and charges are and will be too low
and insufficient to:

(c)(1) Pay all the legal and other necessary esgmnncident to the
operation of the utility, including:

(A) Maintenance costs;

(B)  Operating charges;

(C)  Upkeep;

(D) Repairs;

(E) Depreciation;

(F Interest charges on bonds or other obligatiamsluding
leases; and

(G) Costs associated with the acquisition of wtilgroperty
under IC 8-1.5-2;

(2) Provide a sinking fund for the liquidation d@onds or other
obligations, including leases;



(3) Provide a debt service reserve for bonds drerotobligations,
including leases, in an amount established by Betitjoner], not to exceed the
maximum annual debt service on the bonds or oldigator the maximum annual
lease rentals;

(4) Provide adequate money for working capital;

(5) Provide adequate money for making extensiowsraplacements to
the extent not provided for through depreciatiosubdivision (1); and

(6) Provide money for the payment of any taxes thay be assessed
against the utility.

Accordingly, CWA'’s rates and charges presently fiea are unlawful under Indiana
Code Section 8-1.5-3-8(d), which states: “It is ittent of this section that the rates and charges
produce an income sufficient to maintain the wtiproperty in a sound physical and financial
condition to render adequate and efficient serviRates and charges too low to meet these
requirements are unlawful.”

11. CWA's existing schedule of rates and chargesds to be further adjusted to
reflect the results of a cost-of-service study.

Test Year

12. CWA proposes that its new rates and chargdmbed upon its wastewater utility
operations at May 31, 2018, and the results obpsrations on an as-adjusted basis for the 12-
month period after that date.

13. In accordance with 170 IAC 1-1.1-9(b), CWA poses that the 12-month period
ended May 31, 2018, be the test year fixed by then@ission, and that the cut-off date for
adjustments to net income and operating expensas dte reasonably known, fixed, and
measurable, be within twelve months following these of the test year, except for amounts for

extensions and replacements, debt service requitsnaed payments in lieu of taxes (“PILOT



payments”) pursuant to the schedule of PILOT paymapproved by the Commission in Cause
No. 43936.

CWA's Proposed Phase 1, Phase 2, and Phase 3 Raed Charges

14. CWA proposes, subject to the authorization @moroval of this Commission, to
cancel its existing schedule of rates and chargesvastewater service and to file with the
Commission, in lieu thereof, revised schedulesatds and charges in three phases, as described
below.

15. CWA proposes that its Phase 1 schedule esSrahd charges be placed into
effect upon the Commission’s issuance of a finaedin this Cause, which is anticipated to be
on or before August 8, 2019. The Phase 1 rateschadges will result in the collection of
revenues sufficient to recover the revenue requeremset forth in Indiana Code Section 8-1.5-
3-8 based omro forma revenues and operating expenses during the tastwith adjustments
for changes that are reasonably known, fixed, am@smrable and occurring within twelve
months following the close of the test year, iniaidd to pro forma debt service costs associated
with bonds expected to be issued by CWA to fund lwoed sewer overflow projects (“CSO
Projects”) pursuant to the Consent Decree and otbeessary improvements through July 31,
2020.

16. CWA proposes that its Phase 2 schedule of eatd charges be placed into effect
on August 1, 2020. The Phase 2 rates and chartfjesllow for the collection of incremental
revenues sufficient to recover (a) debt servicescassociated with bonds to be issued by CWA
to fund CSO Projects pursuant to the Consent Deamtdeother necessary improvements through
July 31, 2021, (b) annual increases to the PILOTigation CWA pays to the City of

Indianapolis in accordance with the PILOT paymeahbesiule that was approved by the



Commission in Cause No. 43936, and (c) an incremgbe amount of funding for extensions
and replacements included in CWA’s annual revereguirement in order to, among other
things, sustain CWA's debt service coverage ratibght of the annual increase in debt service
cost.

17. CWA proposes that its Phase 3 schedule e$ mtd charges be placed into effect
on August 1, 2021. The Phase 3 rates and chartfjesllow for the collection of incremental
revenues sufficient to recover (a) debt servicdscassociated with bonds to be issued by CWA
to fund CSO Projects pursuant to the Consent Demtdeother necessary improvements through
July 31, 2022, (b) annual increases to the PILOTigation CWA pays to the City of
Indianapolis in accordance with the PILOT paymeahesiule that was approved by the
Commission in Cause No. 43936, and (c) an incremgbe amount of funding for extensions
and replacements included in CWA’s annual revereguirement in order to, among other
things, sustain CWA's debt service coverage ratibght of the annual increase in debt service
cost.

18. The Phase 1, Phase 2, and Phase 3 schedudgeénd charges are designed to
provide CWA with reasonable and just rates and gdwrfor services within the meaning of
Indiana Code Section 8-1.5-3-8. CWA's proposedsezl/'schedules of rates and charges will be
accompanied by the prepared direct testimony aht#x of CWA'’s witnesses.

19. The proposed Phase 1, Phase 2, and Phasedushof rates and charges will
be based on an updated cost-of-service study aediesign, to better reflect the cost-of-service

by customer class.



Low-Income Customer Assistance Program

20. In Indiana Code Section 8-1-2-42-0.5, thedndiGeneral Assembly declared:
it is the continuing policy of the state, in cocgaeyn with local
governments and other concerned public and privagenizations,
to use all practicable means and measures, ingudiancial and
technical assistance, in a manner calculated @e@nd maintain
conditions under which utilities plan for and invesn
infrastructure necessary for operation and maimesawhile
protecting the affordability of utility servicesrfpresent and future
generations of Indiana citizens.

21. Senate Enrolled Act No. 416, which was enadvgdthe Indiana General
Assembly and signed by the Governor in 2017, pewithe Commission statutory authority to
approve a wastewater utility’s establishment ofuat@mer assistance program that provides
financial relief to residential customers who gfyafor income-related assistance, based on the
Commission’s determination that the proposed custassistance program furthers the interests
set forth in Indiana Code Section 8-1-2-42-0.5

22. According to a recent study by the United W& entral Indiana, 18 percent of
Marion County households are living below the fadigroverty level. Citizens Energy Group
and CWA have begun to undertake steps to addressshe of poverty and affordability in
Marion County, including working with other commtynistakeholders and improving data
mining and analysis capabilities to better undexstahe affordability challenges CWA's
customers face.

23. In this case, CWA is proposing a Low-Incof@estomer Assistance Program
pursuant to Senate Enrolled Act No. 416.

24. The purpose of CWA's Low-Income Customer #&sice Program is to help its

most at-risk customers maintain continued accessastewater service, which is essential for



public health and sanitary needs, and to reduceth@unt of costs other customers bear as a
result of arrearages, bad debt expense and disctiome of service. The proposed program has
two components: (1) a rate discount for eligiblstomers; and (2) an assistance fund to help
eligible customers with, among other things, ininasture improvements that have bill impacts,
such as the replacement of leaking service linegh@rnstallation of water-efficient plumbing
fixtures.

CWA'’s Proposed Revisions to the
General Terms and Conditions for Wastewater Service

25. Based on its experience owning and operatiaguvdistewater system since 2011,
CWA is proposing certain additional minor revisiotasits terms and conditions for service,
which will be described in its prepared direct itesiny and exhibits.

Procedural Matters

26. In accordance with GAO 2013-5, CWA providexiNiotice of Intent to File Rate
Case to the Commission on September 12, 2018. A obpghe Notice was provided to the
Indiana Office of Utility Consumer Counselor (“*OUQGt the same time. CWA also notified
each Satellite Customer in writing of the filing tifis Verified Petition in accordance with
Section 3 of CWA'’s Sewer Rate No. 6. CWA will pshl notice to its customers of the filing of
this Verified Petition and the requested upwardistapent to its rates and charges pursuant to
Indiana Code Section 8-1-2-61. The published eowidll be late-filed as an attachment to
testimony. CWA will give its residential customéigther notice that fairly summarizes the
extent of the requested Phase 1, Phase 2, and Bhase adjustments in accordance with 170

IAC 8.5-2-6(cC).



27. Pursuant to 170 IAC 1-1.1-15(b) of the Commiss Rules of Practice and
Procedure, CWA requests that the Commission conagmmehearing conference and preliminary
hearing for the purposes of establishing a proadwechedule, resolving accounting,
engineering, and such other matters as may propenge before the Commission in this
proceeding.

28. The names and addresses of CWA'’s attorneyshig rhatter, to whom all

correspondence and communications in this Causddsbe sent, are:

Michael E. Allen (Atty. No. 20768-49) Michael B. Cracraft (Atty. No. 3416-49)

Lauren R. Toppen (Atty. No. 23778-49) Steven W. Krohne (Atty. No. 20969-49)

CWA Authority, Inc. Ice Miller LLP

2020 N. Meridian Street One American Square, Suite 2900

Indianapolis, IN 46202 Indianapolis, IN 46282-0200

Telephone: (317) 927-4318 Telephone: (317) 236-2100

Facsimile: (317) 927-4318 Facsimile: (317) 592-4211

E-mail: mallen@citizensenergygroup.com E-mail: michael.cracraft@icemiller.com
ltoppen@citizensenergygroup.com steven.krohne@icemiller.com

Said attorneys are counsel for CWA and are dulhaited to accept service of papers in this
Cause on behalf of CWA. In addition, papers filethis proceeding should be sent by mail and
electronically to:

Korlon L. Kilpatrick

Director, Regulatory Affairs

Citizens Energy Group

2020 N. Meridian Street

Indianapolis, Indiana 46202

E-mail: kkilpatrick@citizensenergygroup.com

WHEREFORE, CWA respectfully requests that the IndiaUtility Regulatory

Commission make an investigation and hold suchimgsras it shall deem necessary and

advisable in this proceeding and thereafter makieeamer an Order in this Cause in accordance

with the 300-day time frame provided in GAO 2013+l Indiana Code Section 8-1-2-42.7:
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(i)

(ii)

(iii)

(iv)
(v)

(vi)

Finding that CWA's existing rates and charges Wwastewater service are unjust,
unreasonable, unlawful and inadequate to provelarinual requirements for funds
for those items required for reasonable and justsrand charges as enumerated in
Indiana Code Section 8-1.5-3-8;

Determining, and by Order authorizing and appng just, reasonable, and sufficient
rates and charges to be imposed by CWA in thresgshas set forth above, in lieu of
such present rates and charges;

Authorizing and approving CWA's proposed Loweome Customer Assistance
Program as described herein and in CWA'’s case-efkch

Approving various changes in CWA's terms aimahditions of service;

Authorizing and approving the filing of revisethedules of rates and charges and
terms and conditions of service applicable to thestewater service rendered by
CWA, embodying the just and reasonable rates aathel and terms and conditions
of service; and

Granting such other and further relief as @mmission may deem necessary and
appropriate in the premises.

[signature page follows]
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STATE OF INDIANA ) In Re: An excerpt from
) SS: The Joint Meeting held
COUNTY OF MARION ) September 26, 2018

VERIFIED CERTIFICATE OF RESOLUTION OF
THE BOARD OF DIRECTORS FOR CWA AUTHORITY, INC.

The undersigned officer hereby certifies the following resolution was adopted by the Board
of Directors for CWA Authority, Inc. on September 26, 2018, to-wit:

RESOLUTION OF CWA AUTHORITY, INC. APPROVING REVISED
RATES AND CHARGES AND TERMS AND CONDITIONS FOR
WASTEWATER UTILITY SERVICE

WHEREAS, CWA Authority, Inc. (“CWA” or “Utility”), is an Indiana nonprofit corporation
established pursuant to Indiana Code 23-17, 36-1-7 and 8-1-11.1 and the “Interlocal Cooperation
Agreement for the Provision of Utility Services (Wastewater)” (the “Interlocal Agreement”) among
the Board of Directors for Utilities of the Department of Public Utilities of the City of Indianapolis
d/b/a Citizens Energy Group (“Citizens Energy Group”), the City of Indianapolis (the “City”) and the
Sanitary District of the City, acting by and through the Board of Public Works (the “Sanitary
District”); and

WHEREAS, pursuant to an Asset Purchase Agreement consummated on August 26, 2011,
CWA acquired the wastewater utility assets formerly owned by the City and the Sanitary District;
and

WHEREAS, the persons who are members of the Citizens Energy Group Board of Directors
constitute the Board of Directors of CWA (the “CWA Board”) pursuant to the provisions of the
Interlocal Agreement and CWA’s Articles of Incorporation; and

WHEREAS, pursuant to the Interlocal Agreement, Citizens Energy Group delegated to and
vested in CWA all of Citizens Energy Group’s powers that are necessary, useful or appropriate to
acquiring, owning and operating the wastewater utility system; and

WHEREAS, the CWA Board has the statutory powers of Citizens Energy Group to adopt
rates and charges and terms and conditions for the provision of utility service under Indiana Code
Section 8-1-11.1-3(c)(9); and

WHEREAS, such rates and charges and terms and conditions adopted pursuant to Indiana
Code Section 8-1-11.1-3(c)(9) “shall be in effect only after the rules and rates have been filed with
and approved by the Commission” and “only after determining compliance of the rates of service
with IC 8-1.5-3-8 and IC 8-1.5-3-10""; and

WHEREAS, the existing rates and charges for wastewater service of CWA were placed into
effect on September 1, 2017, following the issuance of the Commission’s Order in CWA'’s last rate
case in Cause No. 44685 and a debt service true-up compliance filing CWA submitted to the
Commission on August 21, 2017; and









Petitioner’s Exhibit No. 1, Attachment JAH-3 will be late-filed.
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